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HOUSE PURCHASES IN THE FIVE MONTHS FOLLOWING THE
INTRODUCTION OF REAL ESTATE CREDIT REGULATION
1
This article presents the findings of a nationwide
survey of purchases for owner occupancy of 1- and
2-family nonfarm houses during the early period
of regulation of residential real estate credit—the
five months following October 12, 1950. The sur-
vey, which was conducted for the Board of Gov-
ernors of the Federal Reserve System by Na-
tional Analysts, Inc., provides data on character-
istics of purchasers, prices of houses, sources of
funds used, and characteristics of mortgages. All
information was supplied on a voluntary basis.
Regulation of residential real estate credit under
the authority of the Defense Production Act of 1950
was undertaken in an area where credit was already
greatly influenced by Government activity. A sub-
stantial proportion of the home mortgages being
made by private financing institutions, especially
on new houses, were either insured by the Federal
Housing Administration or guaranteed by the
Veterans Administration, with the terms of lend-
ing determined in part by regulations of these
agencies. Terms of such mortgages were tightened
somewhat, effective July 19, 1950, when these
agencies, in response to a request from the Presi-
dent, acted to restrict the availability of insured or
guaranteed home mortgage credit. Comprehen-
sive Federal regulation under the Defense Pro-
duction Act to restrict the further expansion of
residential real estate credit was introduced on
October 12, 1950. The Board of Governors on that
date, with concurrence of the Housing and Home
1 From the Board of Governors, general supervision of
the survey has been under Ralph A. Young, Director of
the Division of Research and Statistics, and Homer Jones,
Chief, and Ramsay Wood of the Consumer Credit and
Finances Section of the Division. The Division of Research
and Statistics has had responsibility for planning the over-all
content of the survey, analyzing the survey results, and pre-
paring this article.
From National Analysts, Inc.—the agency which con-
ducted the survey—the work was under the general direc-
tion of Arnold J. King, Managing Director. John F. Kofran
had the responsibility for the detailed planning and super-
vision of the survey. Walter Monroe was head of the field
staff, and Robert McMillan was in charge of the sampling.
The present article was prepared by James Lorie with the
special assistance of Doris Warner of the Board's Division of
Research and Statistics. Various staff members have con-
tributed important technical suggestions in connection with
the analysis and interpretation of survey results.
Finance Administrator, issued Regulation X stipu-
lating minimum down payments and maximum
maturities for conventional mortgages (that is, not
insured or guaranteed) on new home construction,
and the FHA and the VA, through the HHFA,
further tightened the terms of insured and guar-
anteed mortgages on both new and existing houses.
While the present article is largely concerned
with house purchase transactions following the
adoption of these regulations, some comparisons
are made with similar survey data for a pre-regula-
tion period—the eighteen months preceding the
Korean outbreak. Such comparisons are made pos-
sible through the cooperation of the Housing and
Home Finance Agency and the Survey Research
Center of the University of Michigan which made
available to the Board's staff the results of a na-
tional survey sponsored by the HHFA and con-
ducted by the Survey Research Center.
2 Although
FHA insured and VA guaranteed mortgage credit
was restricted somewhat beginning July 19, 1950,
the period of regulation referred to in this article
is the five months after October 12, 1950, the date
when comprehensive real estate credit regulation
became effective.
MAJOR FINDINGS
Comparison with house purchase market before
credit regulation
1. Existing houses appear to have been somewhat
more important, relative to new houses, in the
house purchase market in the five months follow-
ing the issuance of Regulation X and the accom-
panying FHA and VA regulations than in the
eighteen months prior to the Korean outbreak.
Survey results indicate that the ratio of existing to
new house purchases was about 1.5 to 1 in the
recent period compared with about 1.3 to 1 in
the earlier period.
The increased inflationary pressures, the eco-
nomic controls, and the greater uncertainties of the
2 Although the sample designs and interviewing proce-
dures of the HHFA and Federal Reserve surveys were
similar, some significant differences exist. These differ-
ences are discussed in the Appendix to this article.
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post-Korean economy appear to account for this
shift in the house purchase market. Demand for
housing was greatly stimulated and prices of both
new and existing houses rose, with the advance
being somewhat greater for new than for existing
houses, according to current market information.
Also, uncertainties as to costs and prices of new
houses became greater. These price developments
tended to deflect some purchasers from new to
existing houses. Further, demand for home owner-
ship by tenants was increased by the renewed pros-
pects of housing shortages while prospects for rent
controls encouraged owners, in the light of World
War II experience, to sell to tenant occupants.
2. In both periods about five-sixths of all pur-
chasers used mortgage credit, sometimes along with
other borrowing. An additional very small propor-
tion used borrowing not involving a mortgage and
about 15 per cent incurred no debt in acquiring
a house.
3. The proportion of purchasers using some
liquid assets—that is, United States Government
securities, deposits in bank accounts, shares in
savings and loan associations, and currency—
was greater in the early regulation period than
in the pre-regulation period. The primary reasons
for this change appear to be that a smaller propor-
tion of purchasers after regulation obtained funds
from the sale of a house, and that an increased pro-
portion of purchasers made larger down payments
under the more restrictive terms effective under
the regulation of mortgage credit. Of particular
importance with regard to this latter point is the
fact that 100 per cent loans were no longer per-
mitted by the VA under the July 19 and October
12 regulations.
4. While the early regulation period was one of
advancing residential real estate prices for dwellings
of a given size and quality, there was only a small
change as compared with the pre-regulation period
in the price distributions of either new or existing
houses which were transferred. Prices of houses
tend to bear a stable relationship to the incomes
of purchasers. The income distributions of those
purchasing houses in the two periods were not
greatly different, despite the increase in incomes
that occurred for the population generally. There
is also reason to believe that buyers of houses
downgraded somewhat the size and quality of their
purchases.
Carry-over commitments
5. Because of the long period required to plan
the construction and financing of residences and
the frequently complex and contractual nature of
the plans, it was necessary, in order to avoid dis-
ruption of the residential real estate market, to
exempt from regulation all mortgage commitments
made prior to the effective date of regulation. The
real estate market was extremely active while Regu-
lation X and its counterpart regulations were under
consideration and a very large volume of exempt
commitments was carried forward into the period
of regulation. As a result, half of all new houses
purchased with mortgages in the first five months
of credit regulation were bought on terms more
liberal than those permitted on nonexempt mort-
gages.
Pre-regulation commitments were of negligible
importance for existing houses; only one-tenth of
these were bought on the more liberal terms avail-
able before regulation. The relatively slight impor-
tance of carry-over commitments in the market for
existing houses is attributable in part to exemption
from regulation of the major portion of existing
house purchases—those which are conventionally fi-
nanced. In part it is attributable to the difference in
the nature of the markets for new and existing
houses. Builders—deriving their incomes from the
sale of houses—are particularly alert to the eco-
nomic advantage of securing FHA or VA commit-
ments on the houses they have to sell. Since con-
struction often takes several months, it is not sur-
prising that on October 12, 1950 a large proportion
of new houses in the process of construction were
covered by pre-regulation commitments. Owners
of existing houses, on the other hand, are often
unfamiliar with the mechanics of securing or the
advantages of having such commitments. Further-
more, these owners frequently cannot foresee their
desire to sell. Largely for these reasons, a much
smaller proportion of the existing than of the new
houses coming on the market in the early period
of regulation were covered by commitments.
6. The clearest picture of the part played in
the housing market by carry-over commitments
can be secured by focusing on new houses. Pre-
regulation terms for mortgages on new houses
were used with the greatest frequency in metro-
politan areas, by veterans, and for houses costing
$7,500 to $12,499 (see Table 1). About three-fifths
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TABLE 1
NEW HOUSES PURCHASED IN PERIOD OCTOBER 12, 1950—
MARCH 15, 1951 ON PRE-REGULATION AND
REGULATION TERMS









































































1 Includes new houses purchased on more liberal terms than
those prescribed by the regulations.
2 Includes new houses purchased on terms which were available
to purchasers not having pre-regulation financing commitments
when Regulation X and companion credit regulations were issued.
3 Excludes 1 case for which veteran status of purchaser was not
ascertained.
of the new house purchases in each of these cate-
gories involved such terms. These were the cate-
gories in which insured and guaranteed loans were
most prevalent.
7. In assessing the impact on the housing market
of the exhaustion of pre-regulation commitments,
it is pertinent to consider what assets house pur-
chasers had left after taking advantage of pre-regu-
lation terms. About one-fourth of such purchasers
had left liquid assets valued at $1,000 or more after
their purchase, and about one-tenth had liquid
assets valued at $2,000 or more. It would appear,
therefore, that some proportion of these purchasers
would probably have met stiffer terms if they had
found it necessary.
Characteristics of house purchasers
8. In the five months after October 12, 1950,
house purchasers in the middle income groups (in
families with money income before taxes in 1950
between $3,000 and $7,499) accounted for about
three-fourths of the new and two-thirds of the
existing house purchases. (The proportion was
about the same in the pre-Korean period.) The
purchases of these income groups were concentrated
in the middle price brackets, about 50 per cent of
the purchases involving houses costing between
$7,500 and $12,499. It was within these price
brackets that FHA insured and VA guaranteed
mortgages were used most frequently, with the
result that the middle income groups more com-
monly than others had the advantage of the rela-
tively low interest rates, long maturities, and high
loan-price ratios which are characteristic of such
mortgages.
9. Veterans have been extremely important in
the house purchase market in the entire postwar
period. In the five months after October 12, 1950,
they accounted for about half of all house purchases.
In the new house market, where VA guaranteed
financing usually was more easily obtained and
where pre-regulation commitments were more fre-
quent, veterans accounted for almost two-thirds of
the purchases. In making their purchases veterans
relied for funds more frequently on first mortgages
and slightly less frequently on the prior sale of
another house than did non veterans. The mort-
gage terms of veterans were characterized by rela-
tively low interest rates—five-sixths were written
at rates of 5 per cent or less—long maturities, and
high loan-price ratios. These characteristics re-
flect the fact that about 6 in 10 of the veteran mort-
gages involved Government insurance or guaran-
tees as compared with 3 in 10 of nonveteran mort-
gages. Forty per cent of the mortgages of veterans
were VA guaranteed.
Financial characteristics of house purchases
10. In the period October 1950-March 1951, the
median price of new houses—$10,400—was 15 per
cent higher than the median price of existing houses
—$9,000. The distribution of purchases among
the various price classes was much more even for
existing than for new houses. The latter were
heavily concentrated between $7,500 and $12,499—
about 60 per cent of the new houses falling within
this range.
11. Credit on the security of a first mortgage and
liquid assets were by far the most frequently used
sources of financing in the five months October
1950-March 1951. Five out of six house buyers
obtained funds from these sources. Half of all
buyers used no other source of funds to finance
their purchases.
12. Of the sources other than first mortgages and
liquid assets, the sale of another house was used
most frequently, providing funds for about one-
fourth of all purchases. Borrowing on security
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other than mortgages was a fairly important source
of funds, being used by one-sixth of all house
buyers. Second mortgages, the sale of assets other
than a house, and gifts were used infrequently—
none being used in as many as 10 per cent of the
purchases.
13. Government insured or guaranteed financing
continued to be of great importance in the five-
month period ending in March 1951. About half
or all houses purchased with mortgages involved an
FHA insured or VA guaranteed loan. Such loans
continued to be used more frequently in financing
(a) new houses than in financing existing houses,
(b) medium-price than low- or high-price houses,
and (c) metropolitan than nonmetropolitan houses.
About two-thirds of the mortgage-financed new
house purchases involved a Government insured
or guaranteed loan.
14. Reflecting in part the influence of Govern-
ment activity in the housing market, and money
rates generally, most first mortgages were written at
interest rates of 4-5 per cent, with maturities of 15
years or more, and at loan-price ratios of 65 per
cent or more. The more frequent use of insured
or guaranteed loans in the financing of new house
than of old house purchases largely accounts for the
fact that mortgage terms on new houses were
generally more liberal. For new houses purchased
with mortgages, only 1 in 10 involved an in-
terest rate of more than 5 per cent compared with
1 in 4 for existing houses, and over two-thirds
of new house purchases were at loan-price ratios
of 65 per cent or more compared with about half
of existing houses.
15. Institutions engaged in the business of mort-
gage lending and seeking investment outlets for
accumulated funds originated five-sixths of all first
mortgages. Individuals accounted for the remain-
ing one-sixth of first mortgage loans. In contrast,
individuals originated two-thirds of the second
mortgage loans, probably most often in connection
with the sale of their own houses on which they
were willing to take back a second mortgage. An-
other reason for the difference in the originators of
first and second mortgages is the restriction in most
States on the acceptance by lending institutions of
junior liens as security for loans.
GENERAL COMMENT ON SURVEY METHODS
The survey data obtained directly from house
purchasers provide detailed information on the
economic aspects of the residential real estate
market that have heretofore not been available.
Nevertheless, such surveys are themselves subject
to limitations which must be kept in mind in in-
terpreting their findings.
The Board's survey of the early regulation period
is based on interviews with 1,368 purchasers of 1-
or 2-family nonfarm houses for owner occupancy.
The sample is a probability sample of deed record-
ings in 40 counties throughout the country of
house purchases made after October 12, 1950 and
recorded January 1-March 15, 1951. Some infor-
mation, such as income, was obtained on a family-
unit basis, that is, for all those living in the dwell-
ing unit of the purchaser who are related by
blood, marriage, or adoption.
After testing several alternative approaches, it
was found that purchasers could be efficiently lo-
cated only through deed recordings. The practical
necessity of using deed recordings to locate an
adequately large probability sample of house pur-
chasers and the time lags between purchase and
recording are the sources of the major limitations of
the data. Only those purchases that were recorded—
and for the Board's survey recorded fairly promptly
—could be included. This procedure resulted in
underrepresentation of new houses. To the extent
that new houses differ from existing houses with
respect to information obtained in the survey, dis-
tributions of all house purchases are distorted. In
spite of this limitation—and others of less impor-
tance—certain findings are believed to add to our
knowledge of the country's housing market.
3
The data from the house purchases survey can
be compared very broadly—but only very broadly—
with the housing data from the Board's annual
Survey of Consumer Finances. The sampling
methods are necessarily different as are the basic
definitions of income and price, reflecting differ-
ences in the basic purposes of the surveys.
4 The
surveys of house purchases represent a new appli-
cation of the survey technique to an important area
of economic research, and therefore the data must
be interpreted with caution.
3A more detailed description of the methods of the Board's
survey is in the Appendix. Also in the Appendix is a
description of the HHFA survey which is broadly similar
to that of the Board.
4 For a description of the Survey of Consumer Finances,
see "Methods of the Survey of Consumer Finances," Federal
Reserve BULLETIN, July 1950, pp. 795-809.
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COMPARISON WITH HOUSE PURCHASE MARKET PRIOR
TO PERIOD OF CREDIT REGULATION
One change in the house purchase market that
was becoming noticeable in the early months of
residential real estate credit regulation was an
increasing importance of existing houses relative to
new houses. The tremendous volume of new con-
struction during 1950 had been accompanied by an
increasing proportion of new house transfers in that
year as compared with preceding years. With the
Korean outbreak and the imposition of controls
over residential real estate credit, forces developed
that brought about a reversal of this shift toward
new houses. In the last months of 1950 and the
first months of 1951—the period covered by the
Board's survey—the ratio of existing to new house
purchases was rising, according to data from the
surveys as well as from other sources. Although
data from the two surveys do not provide precise
comparisons, they indicate—when adjusted to
allow for the underrepresentation of new houses in
the Board's survey—that the ratio of new to exist-
ing house purchases was about 1.3 to 1 in the pre-
regulation period and about 1.5 to 1 in the early
period of regulation.
The outbreak of Korean hostilities, the climate
of inflationary pressures and control measures, and
the greater uncertainty which that climate created
largely accounts for the increased importance of
existing houses. Potential buyers who had been
planning home purchases, but were delaying be-
cause of expected price declines or for other reasons,
entered the market for houses, both new and exist-
ing. Prices of new houses, however, rose more
rapidly as construction costs increased, with a con-
sequent deflection of some purchasers to existing
houses. Another price factor favoring existing
houses in some locations was the fact that many
new houses were available for purchase before com-
pletion or for erection after the plan of a sample
unit, with final prices subject to adjustment for
increases in home construction costs. It is believed
that many people preferred to buy an existing house
at a firm price rather than an uncompleted house
with an escalator provision in the purchase contract.
Another factor increasing purchases of existing
houses was that many people who had been rent-
ing decided to buy before a potential housing short-
age pushed up rents and prices further. Owners of
these rented units, in the light of World War II
and postwar rent control experience, were satisfied
to take advantage of price advances which had
already occurred and to avoid risks of tighter
rent controls which might come later. The tendency
toward owner-occupancy and away from ownership
of houses for tenant rental over the period covered
by the surveys of house purchases continued a
trend of recent years as shown by other data. In
early 1950, according to Census data, which give
results close to estimates from the Survey of Con-
sumer Finances, 53 per cent of all occupied non-
farm dwelling units were owner-occupied as com-
pared with 41 per cent in 1940, according to Census
data.
Finally, the regulation of real estate credit estab-
lished in October 1950 affected primarily the fi-
nancing of new houses, and resulted in a modera-
tion of the competitive advantage previously
available in new house financing. For the first
time credit on all new houses whether convention-
ally financed or not was Federally regulated.
A second change in the housing market in the
early period of real estate credit regulation was
the increased frequency of financing with liquid
assets. Approximately 8 in 10 of the purchasers
in this period used liquid assets, as compared with
about 6 in 10 of the purchasers in the pre-regulation
period (see Table 2). This shift is explained in
part by the fact that a smaller proportion of pur-
chasers borrowed the full purchase price of the
TABLE 2
SOURCES OF HOUSE PURCHASE FUNDS IN THE PRE- AND
EARLY-REGULATION PERIODS
 1















1 The pre-regulation period is January 1949-June 1950; the
early-regulation period, October 12, 1950-March 15, 1951.
2 Not available.
3 Includes U. S. Government bonds, deposits in bank accounts
shares in savings and loan associations, and currency.
4 Includes gifts and nonliquid assets other than houses.
house. In the earlier period approximately 1 pur-
chase in 9 was made by borrowing 100 per cent of
the price of the house. In the later period this
proportion dropped to 1 in 50, in part because the
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VA regulations as tightened on July 19 and Octo-
ber 12 eliminated 100 per cent loans and thus re-
quired an initial equity by the purchaser in any
house involving a guaranteed mortgage. In part the
shift also reflected the fact that a greater proportion
of house purchasers in the earlier period obtained
funds from the sale of a house. About 1 in 3 in
the earlier period, as compared with 1 in 4 in the
later period, sold a house just prior to their pur-
chase.
Data from other sources indicate that construc-
tion costs and real estate prices increased sharply
between the periods covered by the two surveys.
In spite of this, there were only small differences
in the price distributions and median prices of both
new and existing houses bought in the two periods
(see Table 3). The median price for new houses
was $10,000-$ 10,400 and for existing houses $9,000.
TABLE 3
PRICES OF NEW AND EXISTING HOUSES PURCHASED IN PRE-
AND EARLY-REGULATION PERIODS *
[Percentage distribution]


































































































1 The pre-regulation period is January 1949-June 1950; the early-
regulation period, Oct. 12, 1950-Mar. 15, 1951.
Price of house represents cost including settlement charges,
but excluding insurance and pre-paid taxes. Price of house is also
adjusted to include value of owner's labor in building of own house.
In the pre-regulation period the settlement costs and the value of
the labor were probably not included.
A house whose first occupant was a respondent in the survey
was considered to be new. Other houses were classified as existing
houses.
2 Excludes 27 cases in which price was not ascertained.
3 In 5 cases new-existing status was not ascertained.
It should be noted that house price data from
the two surveys are not strictly comparable. Ex-
clusion of rural nonfarm houses in the survey for
the pre-regulation period resulted in an overstate-
ment of the median price and the price distribution
of house purchases in that period. Partially off-
setting this, the price data for the early regulation
period include in price both settlement costs and
the value of the owner's own labor. When one
takes account of these factors, survey findings ap-
pear to indicate only a small rise in the prices of
houses coming on the market.
Evidence that prices of houses purchased in-
creased only slightly over the period covered by
the two surveys does not conflict with other findings
that the prices of houses of given specifications
did rise markedly. As indicated above, construc-
tion costs rose sharply between the periods under
discussion and prices of existing houses of given
specifications also increased. One explanation of
the facts that construction costs and existing house
prices increased while prices of houses transferred
increased to a lesser extent is that there was sta-
bility in the money incomes of purchasers. Al-
though personal incomes for the population rose
during the two survey periods, the distribution of
incomes of house purchasers did not change (see
Table 4).
5
The fact that the income distribution of those
purchasing houses changed little when incomes
generally were rising would also seem to indicate
TABLE 4





























































1 The pre-regulation period is January 1949-June 1950; the
early-regulation period, Oct. 12, 1950-Mar. 15, 1951.
2 The pre-regulation period excludes 37 cases for which income
was not ascertained; the early-regulation period excludes 30 cases.
5 This finding is confirmed by data from the Board's
Surveys of Consumer Finances for 1950 and 1951.
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that a larger proportion of the purchasers were in
the lower segments of the population when ranked
by size of income. Since the housing market seems
to operate so as to maintain a fairly stable relation-
ship between house price and income of purchaser,
this suggests that in this period of great expansion
in residential building activity the "product mix"
in the new house market may have changed, with
a greater proportion of the new houses being de-
signed for sale to the lower income purchasers.
There is also reason to believe that buyers down-
graded somewhat the size or quality of the houses
selected.
The same kind of adjustment may have taken
place in the existing house market. Purchasers with
relatively low incomes may have chosen to buy
houses of lower quality.
In summary, it can be said that the mortgage-
regulated housing market in the period October
1950-March 1951 was characterized by an increase
in purchases of existing as compared with new
houses, by little change in the price distribution of
houses transferred, and by more frequent use of
liquid assets in financing purchases.
HOUSE PURCHASERS
Income groups in the house purchase market
As has already been indicated, one of the most
influential factors in the house purchase market is
the income of purchasers. The measure of income
TABLE 5
DISTRIBUTION OF FAMILIES BY 1950 INCOMES
[Percentage distribution]
1950 money income


















































in the survey is the money income before taxes in
1950 of the family unit of the purchaser, that is,
of those living in the household and related to the
purchaser by blood, marriage, or adoption. Gen-
erally speaking, it is this income rather than that
of the house purchaser alone which is involved in
considerations relating to housing. In most cases,
of course, the income of the purchaser is nearly the
same as that of the family unit.
House purchasers in the early period of credit
regulation had incomes larger than those of home-
owning families or all nonfarm families generally.
Nearly 7 in 10 of the house purchasers in this
period had incomes of $3,000-$7,499 in 1950. This
compares with 5 in 10 for all nonfarm families
and for home owners, as indicated by the Survey
of Consumer Finances. On the other hand, only
2 in 10 of the house purchasers in the 5-month
period had incomes of less than $3,000 compared
with 3-4 in 10 for nonfarm home owners or all
nonfarm families (see Table 5).
Prices. In the five months following the adop-
tion of real estate credit regulation, the main differ-
ence in prices of new and existing houses purchased
was the relatively great concentration of new houses
in the $7,500-$ 12,499 range and the much greater
proportion of existing houses below that range
(see Table 3). As a result the median price of new
houses was 15 per cent higher than that of existing
houses. This difference in prices is associated with
a difference in the income distributions of pur-
chasers of new and existing houses (see Table 6).
TABLE 6
NEW AND EXISTING HOUSE PURCHASES BY INCOME GROUPS
 a
OCTOBER 12, 1950—MARCH 15, 1951
1 From the Survey of Consumer Finances, 1951; home-owning
families include those owning homes in early 1951.
2 From the Board of Governors' House Purchase Survey; early-
regulation period covers Oct. 12, 1950-Mar. 15, 1951.
3 Data exclude 5 cases in the all families group, 4 cases in the
home-owning families group, and 30 cases in the house purchaser
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1 Data exclude 30 cases for which income group was not ascer-
tained.
2 Includes 5 cases for which new-existing status was not ascer-
tained.
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TABLE 7
PRICES OF HOUSES PURCHASED WITHIN DIFFERENT INCOME GROUPS












































































1 Represents 1950 money income before taxes of the purchaser's family unit.
2 All income groups includes 30 cases for which income was not ascertained.
Persons having annual incomes of less than $3,000
purchased nearly one-fourth of the existing houses
and only about one-seventh of the new houses,
while purchasers with incomes between $3,000 and
$7,499 accounted for about three-fourths of the new
house purchases as compared with two-thirds of
existing house purchases.
The close relation between the incomes of pur-
chasers and the prices of the houses that they
buy is, of course, to be expected. In the early
regulation period, nearly 85 per cent of the pur-
chasers having annual incomes of less than $3,000
bought houses costing less than $10,000, as com-
pared with about 50 per cent of the purchasers hav-
ing incomes between $3,000 and $7,499 and less
than 20 per cent of the purchasers having incomes
of $7,500 or more (see Table 7). This association
between income and price reflects not only the part
played by income in the consumer demand for
housing, but also institutional factors affecting the
availability of mortgage and other credit to per-
sons with different incomes. The amount of the
TABLE 8
SOURCES OF HOUSE PURCHASE FUNDS WITHIN DIFFERENT INCOME GROUPS
OCTOBER 12, 1950-MARCH 15, 1951





Other borrowing plus a mortgage or
plus a mortgage and liquid assets. .
Liquid assets
Liquid assets only
Liquid assets plus a mortgage
 1
Sale of house
No mortgage on house purchased....
Mortgage on house purchased
Other sources





















































































































1 Includes a few cases involving mortgage only.
2 Includes gifts and nonliquid assets other than houses.
3 Includes 30 cases for which income was not ascertained.
NOTE.—Percentages for sources of funds add to more than 100 because many individuals use more than one source of funds to finance
a house purchase. The subgroups show the most common combinations of sources of funds. These subgroups would add to 100 if the
miscellaneous group which totals 5 per cent or less was shown.
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mortgage, together with the interest rate and ma-
turity, determine monthly mortgage payments.
Thus, the consideration of income by mortgagees
in deciding the amount that it is safe to advance
importantly affects the price which a purchaser
using borrowed funds can pay for a house.
Sources of funds. Among income groups, the
major differences in the sources of funds used for
house purchases were the relatively less frequent
use by the lowest income groups of first mortgages
and liquid assets and the relatively frequent use
by these groups of borrowing not involving a mort-
gage (see Table 8).
It may be noted that borrowing without a mort-
gage was even more closely related to liquid asset
holdings than to income. Approximately one-third
of the purchasers with less than $1,000 in liquid
assets before purchase used such borrowing as
compared with about one-eighth of purchasers
having $1,000 or more of liquid assets.
About 83 per cent of all purchasers used first
mortgages, and there were only small variations in
this percentage among all income groups of $3,000
or more. Among groups having incomes of less
than $3,000, however, only about 70 per cent of
the purchasers used a mortgage. Liquid assets,
too, were more frequently used by the higher
income groups. About 75 per cent of the pur-
chasers having incomes under $3,000 used liquid
assets as compared with about 85 per cent of those
having incomes between $3,000 and $7,499 and
94 per cent of those having incomes of $7,500 or
more.
Borrowing without mortgage security was used
by about one-sixth of all purchasers and was some-
what more frequent among the lowest income
groups—about 1 in 5 using nonmortgage credit.
Two-thirds of the purchasers who secured funds
from such borrowing also borrowed on a mort-
gage. In some cases other borrowing may have
taken the place of liquid assets in making required
down payments.
Mortgage characteristics. Survey data confirm
and provide more specific details for widely held
impressions about the major factors influencing the
terms of first mortgages. Three interrelated factors
seem to account for most of the differences in inter-
est rates, maturities, and mortgage-price ratios—
namely, the type of mortgage obtained (FHA
insured, VA guaranteed, or conventional), the price
of the house purchased, and the income of the
purchaser.
6 Data from the survey are too limited
to permit a three-way classification of mortgage
characteristics according to these factors. An analy-
sis of mortgage terms which takes them into
account, however, suggests the following generali-
zations:
(a) Insured or guaranteed mortgages typically
involve lower interest rates, longer maturities, and
higher mortgage-price ratios than do conventional
mortgages.
FHA and VA mortgages, with maximum in-
terest rates set by law, carried rates below 5 per
cent, while about two-thirds of conventional
mortgages were written at interest rates of 5 per
cent or more. Almost one-fourth of conventional
mortgages had maturities of 20 or more years com-
pared with about four-fifths of both FHA and VA
mortgages. And about 68 per cent of the FHA
mortgages and 87 per cent of the VA mortgages,
6 Differences in mortgage characteristics by type of mort-
gage are determined in part by the provisions of Regulation
X and FHA and VA regulations, especially the following:
Down payments. The October 12 regulation applies to
loans on new structures not guaranteed or insured by the
Government and insured and guaranteed loans on new and
existing structures and provides minimum down payments
ranging from 10 per cent for houses costing $5,000 and
under to 50 per cent for houses costing $24,250 and over,
with veteran preference in most cases of 10 percentage points.
Prior to October 12, FHA insured mortgages (under Title
II, Section 203 of the National Housing Act) were limited
as follows: up to July 19, 1951, a minimum down payment
of 10 per cent for new and existing houses, except for new
houses valued under $11,000 on which the down payment
was 5 per cent on the first $7,000 and 30 per cent on the
balance; July 19-October 11, an additional 5 percentage
points was required on all down payments. VA guaranteed
mortgages (under Title III, Section 501 of the Servicemen's
Readjustment Act) required no down payment prior to July
19 when a 5 per cent initial equity was required.
FHA insured mortgages are also subject to a maximum
loan limit of $14,000; this was $16,000 prior to July 19.
No limit is set on amount of VA guaranteed mortgages, but
the dollar amount of guarantee is limited, according to the
loan-value ratio.
Maturities. The October 12 credit regulation (applying to
loans on new structures not guaranteed or insured by the
Government and insured and guaranteed loans on new and
existing structures) provides maximum maturities of 20
years, except for new properties costing $7,000 or less for
which the maximum is 25 years, with amortization required..
Prior to October 12, the maximum maturity for FHA in-
sured loans was 20 years on existing houses and 25 years
on new houses, except for new houses costing $7,000 or
less for which the maximum was 30 years, with amortization
required. VA guaranteed loans had a maximum maturity
of 30 years on amortized loans.
Interest rates. FHA insured mortgages are subject to a
maximum interest rate of 4!4 per cent and VA guaranteed
mortgages to a maximum of 4 per cent.
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as compared with about 37 per cent of the con-
ventional mortgages, had mortgage-price ratios of
65 per cent or more.
(b) Mortgages on low priced houses typically
have shorter maturities and higher' mortgage-price
ratios than do those on high priced houses.
(c) Purchasers with high incomes usually pay
lower interest rates than do purchasers with low
incomes.
The foregoing general relationships can be illus-
trated, with reference to the incomes of purchasers,
by the following examples of survey results. Non-
insured or nonguaranteed financing, commonly
designated conventional financing, was more im-
portant among the lowest and the highest income
groups which purchased the lowest and the highest
priced houses, respectively. The lower incidence
of FHA or VA mortgages among the lowest in-
come group and the inverse relationship between
income and interest rates were associated with the
fact that almost one-third of the lowest income
group paid interest rates of 6 per cent or more as
compared with one-sixth among the highest income
group. Although insured or guaranteed mort-
gages were used relatively infrequently by the
highest income group, the interest rates paid by
the medium and highest income groups were sim-
ilar (see Table 9).
The incidence of FHA or VA mortgages among
various income groups, together with the fact that
purchasers with high incomes seem to have obtained
longer maturities than those with low incomes
regardless of the type of their mortgages, accounts
fairly well for the observed pattern of maturities
among the mortgages of different income groups.
Purchasers with low incomes obtained short ma-
turities more frequently than did purchasers in
the higher income groups, in part because lenders
were less willing to incur the greater risk of long
maturities with borrowers of low income.
Variations in mortgage-price ratios among in-
come groups of house purchasers had a different
pattern from variations in interest rates and maturi-
ties. Presumably, because of the greater market-
ability of low-priced houses throughout fluctuations
in business conditions as well as the greater demand
for relatively large loans by low income purchasers,
lenders relatively frequently extended mortgages
with high loan-price ratios on the low-priced houses
typically purchased by the lowest income group.
High loan-price mortgages were least frequent
TABLE 9
CHARACTERISTICS OF FIRST MORTGAGES WITHIN DIFFERENT





































































































































































































































































































1 Includes 16 cases for which income group was not ascertained.
2 Less than one-half of 1 per cent.
3 Period referred to is from origination of mortgage to maturity.
4 Total number of cases for all income groups was 1,132; how-
ever, the different distributions exclude cases where mortgage
characteristics were not ascertained, and the number of cases dis-
tributed by characteristics varied from 1,056 to 1,132.
among the mortgages of the highest income group,
largely because of similar factors. The high mort-
gage-price ratios were also frequent among the
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middle-income purchasers who most frequently
used insured or guaranteed mortgages. The same
kind of variation among income groups is ob-
servable in ratios of total borrowing to price (see
Table 10).
TABLE 10
RATIO OF TOTAL BORROWING TO HOUSE PRICE WITHIN DIFFER-














































































1 Total borrowing includes first and second mortgages and all
other borrowing; only persons who borrowed to finance their
purchases are included.
2 Includes 16 cases for which income was not ascertained.
As would be expected, the association between
monthly payments, that is, interest plus amorti-
zation of principal, and income was close (see
Table 9). About 75 per cent of the mortgages of
purchasers with incomes of $7,500 or more in-
volved monthly payments of $70 or more as com-
pared with 25 per cent of the mortgages of pur-
chasers having incomes between $3,000 and $7,499,
and about 10 per cent of the mortgages of pur-
chasers having incomes under $3,000.
The small but perhaps surprising proportion of
the lowest income groups who had monthly pay-
ments of $80 or more may be partly explained by
two facts. First, intra-family financial transactions
resulting in unusual relationships between the
financial obligations and the financial resources of
the purchaser are probably more frequent in this
income group. Second, many purchasers are only
temporarily, perhaps very briefly, in the lowest in-
come groups. Their average incomes may have
been higher, or their incomes may be expected to
increase.
House purchases of veterans
Veterans have been very active in the house pur-
chase market during all of the postwar period.
During the early regulation period, families includ-
ing one or more veterans accounted for about half,
of all house purchases and a somewhat larger pro-
portion of the purchases of new houses. This im-
portance of veterans in the housing market—espe-
cially the new house market—is not surprising in
view of their large numbers, their general family
status, and the Government's program of financial
aid for veterans who desire to buy a house. In
1950, one-third of all nonfarm family units included
one or more veterans of World War II. These vet-
erans were concentrated in age groups most likely
to establish households. Furthermore, veterans
had special financial inducements to buy houses,
since they generally had access to mortgage credit
on unusually liberal terms, primarily as a result of
the guarantee of house mortgages by the Veterans
Administration. In fact, the very large volume of
pre-regulation VA commitments for mortgages on
new houses may explain in part the relatively great
importance of veterans in the purchase of new
houses during the period, October 1950-March
1951.
Prices. The median prices of houses purchased
by veterans and by nonveterans were remarkably
similar, $9,650 and $9,250, respectively (see Table
11). Although the medians were about the same,
the price distributions of purchases by veterans
and nonveterans differed somewhat in that the
former concentrated their purchases to a slightly
greater extent in the middle' price range while a
slightly larger proportion of nonveterans bought
lower priced houses. Almost half of the veterans'
TABLE 11
PRICES OF HOUSES PURCHASED BY VETERANS AND NON







































1 Exludes 2 cases for which veteran status of purchaser was not
ascertained.
JULY 1951 787
Federal Reserve Bulletin: July 1951HOUSE PURCHASES FOLLOWING INTRODUCTION OF REGULATION
houses cost between $7,500 and $12,499 as com-
pared with about three-eighths of the houses
bought by nonveterans.
Sources of funds. The major differences be-
tween the sources of funds of veterans and non-
veterans was the greater importance in the former
group of first mortgages and the lesser importance
of funds from the sale of houses (see Table 12).
TABLE 12
SOURCES OF HOUSE PURCHASE FUNDS FOR VETERANS AND
NONVETERANS, OCTOBER 12, 1950—MARCH 15, 1951
[Percentage of house purchases using specified source of funds
within specified group]
TABLE 13
CHARACTERISTICS OF FIRST MORTGAGES FOR VETERANS AND






Other borrowing plus a mortgage or
plus a mortgage and liquid assets. . . .
Liquid assets
Liquid assets only
Liquid assets plus a mortgage *
"Sale of house
No mortgage on house purchased
































1 Includes a few cases involving a mortgage only.
2 Includes gifts and nonliquid assets other than houses.
3 Excludes 2 cases for which veteran status was not ascertained.
About nine-tenths of the veterans used mortgages,
and one-fifth sold houses to finance their purchases.
The corresponding proportions for nonveterans
were three-fourths and one-third. These differences
result primarily from the relatively liberal terms
available on VA guaranteed mortgages, the large
volume of pre-regulation VA commitments out-
standing, and the fact that veterans generally had
accumulated fewer assets including houses. In fact,
only 4 per cent of the veterans as compared with
13 per cent of the nonveterans had sufficient liquid
assets to pay for their houses without incurring
•debt. About one-sixth of each group used borrow-
ing not involving mortgages and five-sixths of
•each group used liquid assets.
Mortgage characteristics. In considering the
differences between mortgages of veterans and of
nonveterans, the most important fact is that 40
per cent of veterans' mortgages were VA guaran-
teed and 17 per cent were FHA insured as com-

























































































































1 Represents total number of cases in each group; however, the
various distributions exclude cases where specific mortgage char-
acteristics were not available. The number of cases with available
data varied from 607 to 639 cases in the veteran group and from
447 to 491 cases in the nonveteran group.
of the mortgages of nonveterans (see Table 13).
7
It is perhaps surprising that as many as 4 veterans
in 10 did not take advantage of either FHA in-
surance or VA guarantees in their mortgage financ-
ing.
Largely as a result of this Government aid, vet-
erans generally paid lower interest rates, had longer
maturities, and obtained higher loan-price ratios
7 The VA mortgages of nonveterans were assumed in the
purchase of existing houses on which VA mortgages were
outstanding.
788 FEDERAL RESERVE BULLETIN
Federal Reserve Bulletin: July 1951HOUSE PURCHASES FOLLOWING INTRODUCTION OF REGULATION
•on their mortgages than was the case for non-
veterans. About two-thirds of veterans' mortgages
-were written at interest rates of less than 5 per cent
as compared with less than half of the nonveterans'
mortgages. Only 1 in 8 of the mortgages of vet-
erans had rates of 6 per cent or more as compared
with 1 in 4 of the mortgages of nonveterans. The
relatively liberal terms for veterans were equally
apparent in the patterns of mortgage maturities and
mortgage-price ratios. About half the mortgages of
veterans had maturities of 20 years or more as com-
pared with less than a third of mortgages of non-
veterans. Further, about three-eighths of veterans'
mortgages were 80 per cent or more of the prices
of the corresponding houses as compared with
about one-eighth of the nonveterans' mortgages.
Occupational groups
The representation of various occupational groups
in the purchase of houses in the early regulation
period was consistent with their representation in
the population. By far the most important group
in the housing market were the skilled and semi-
skilled workers who accounted for almost 2 pur-
chases in 5. Most of the differences in prices paid
by the various occupational groups, as shown in
Table 14, are what would be expected on the basis
of differences in incomes among these groups.
Sources of funds. Mortgages were used most
frequently by the professional and semiprofessional
and the clerical and sales groups and least fre-
quently by the retired (see Table 15). Over 90
TABLE 14
PRICES OF HOUSES PURCHASED WITHIN OCCUPATION GROUPS

















































































































1 Includes protective service, farmers, unemployed, and students and housewives groups.
2 Includes 11 cases for which occupation was not ascertained.
TABLE 15
SOURCES OF HOUSE PURCHASE FUNDS WITHIN DIFFERENT OCCUPATION GROUPS
OCTOBER 12, 1950-MARCH 15, 1951























































































1 Includes protective services, farmers, unemployed, and students and housewives groups.
2 Includes gifts and nonliquid assets other than house.
3 Includes 11 cases for which occupation was not ascertained.
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per cent of the former groups and about 30 per
cent of the latter group used mortgages. The rela-
tively high frequency of mortgages within the
professional and semiprofessional groups may re-
flect the fact that this group possessed relatively
small asset holdings in relation to income, but
because of relatively high incomes was generally
able to obtain mortgage financing on favorable
terms.
The low frequency of mortgages among the
retired is partially explained by the fact that rela-
tively large asset holdings of the group were
frequent according to the Survey of Consumer
Finances; for example, 60 per cent of this group
in early 1950 had a net worth of $5,000 or more.
8
It is also interesting to note that only 1 per cent of
the retired used borrowing not involving mortgages
8 "Distribution of Assets, Liabilities and Net Worth of
Consumers, Early 1950," Federal Reserve BULLETIN, Decem-
ber 1950, Table 3, p. 1588.
TABLE 16
CHARACTERISTICS OF FIRST MORTGAGES WITHIN DIFFERENT OCCUPATION GROUPS

































Monthly payment on mortgage:































































































































































































































































































1 Includes 9 cases for which occupation group was not ascertained.
2 Includes retired, protective service, farmers, unemployed, and students and housewives groups.
3 Total number of cases for all occupation groups was 1,132; however, the different distributions exclude cases where mortgage charac-
teristics were not ascertained, and the number of cases distributed by characteristics varied from 1,056 to 1,132.
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as compared with 16 per cent of all purchasers.
On the other hand, the retired group relied more
frequently than other groups on the sale of houses;
39 per cent of retired persons sold houses as com-
pared with 27 per cent of all purchasers.
Mortgage characteristics. Differences in mort-
gage characteristics among occupational groups can
best be understood by reference to the incomes of
these groups, the prices of the houses they pur-
chased, and the types of mortgages secured. The
professional and semiprofessional group had rela-
tively large incomes, bought relatively high priced
houses, and used insured or guaranteed mortgages
with about the same relative frequency as all pur-
chasers used such mortgages. This combination
of circumstances appears to account for the slightly
greater relative frequency among the mortgages of
this group of low interest rates and long maturities.
The pattern of mortgage-price ratios was about
the same as for all house purchasers (see Table 16).
The managerial and self-employed group, which
also had relatively large incomes and purchased rel-
atively high priced houses, used conventional mort-
gages relatively frequently. Only about one-third
of their mortgages were insured or guaranteed.
This group had about the same pattern of interest
rates and maturities as did all purchasers, but a
larger proportion of them borrowed on relatively
low mortgage-price ratios. For 54 per cent of the
mortgages of this group, as compared with 44 per
cent for all occupations, the loan-price ratios were
less than 65 per cent.
The clerical and sales group used FHA or VA
financing with relatively greater frequency than
did any other groups and purchased slightly higher-
than-average priced houses. Consequently, mort-
gages of clerical and sales personnel commonly
had relatively low interest rates, long maturities,
and about average loan-price ratios.
Unskilled and service workers used relatively
few FHA or VA mortgages, had low incomes, and
purchased low priced houses. This group paid
relatively high interest rates, financed with rela-
tively short maturities, and had slightly below aver-
age loan-price ratios.
CHARACTERISTICS OF HOUSE PURCHASES
Houses of different prices
Survey data indicate that in the early regulation
period the median price of new houses was $10,400
and of existing houses, $9,000 (see Table 3).
Consideration of the physical deterioration of
houses and the changing desirability of neighbor-
hoods as residential areas might lead one to ex-
pect a substantially greater difference in prices
than the observed 15 per cent difference in median
prices. A possible explanation is that the exist-
ing houses were on the average larger or of better
quality. Generally speaking, current residential
construction is more closely tailored to the smaller
families which are now more typical and to the
medium- and lower-price brackets where the down
payments required on FHA insured and VA guar-
anteed financing are relatively small.
The difference in prices between metropolitan
and nonmetropolitan areas was much greater than
that between new and existing houses. The median
price of metropolitan houses was $10,500 as com-
pared with a median of $6,700 for nonmetropolitan
houses (see Table 17). This difference is prob-
TABLE 17
PRICES OF HOUSES PURCHASED BY LOCATION OF HOUSE
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1 A metropolitan area is one which includes a city of more than
50,000 persons, as designated by the U. S, Census.
ably to be explained largely by lower levels of in-
comes, construction costs, and land values in non-
metropolitan areas.
Sources of funds. Although mortgages were
used in the purchase of about five-sixths of all
houses in the five months following the introduc-
tion of real estate credit regulation, mortgage fi-
nancing was used in only about two-thirds of the
houses costing less than $5,000 (see Table 18).
(About 5 per cent of the new and 19 per cent of the
existing houses were reported to cost less than this
amount.) Borrowing without mortgage, on the
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TABLE 18
SOURCES OF HOUSE PURCHASE FUNDS WITHIN DIFFERENT PRICE GROUPS OF HOUSES
OCTOBER 12, 1950-MARCH 15, 1951





Other borrowing plus a mortgage or plus a
mortgage and liquid assets
Liquid assets
Liquid assets only
Liquid assets plus a mortgage
 i
Sale of house
No mortgage on house purchased

































































































































1 Includes a few cases involving a mortgage only.
2 Includes gifts and nonliquid assets other than houses.
other hand, was relatively more frequent in the
financing of these lower priced houses. The pur-
chase of about one-fourth of these houses involved
such borrowing as compared with one-sixth of all
houses.
There seemed to be some direct relationship be-
tween the prices of houses purchased and the sources
of funds other than borrowing, probably reflecting
the effects of the previously discussed close associa-
tion between prices and incomes. Funds from the
prior sale of another house were used with the
greatest frequency in the financing of higher priced
houses. About 1 in 2 of the houses costing $20,000
or more involved the prior sale of another house,
compared with 1 in 3 of the houses costing between
$10,000 and $19,999, 1 in 4 of the houses costing
between $5,000 and $9,999, and only 1 in 10 cost-
ing less than $5,000.
Liquid assets, too, were used with steadily in-
creasing frequency as the prices of houses in-
creased. About three-fourths of the very low priced
houses involved some use of liquid assets as com-
pared with over 90 per cent of the highest priced
houses. However, liquid assets were the sole source
of funds much more frequently for houses costing
under $7,500 than for the higher priced houses.
Mortgage characteristics. The relative impor-
tance of conventional as compared with VA guar-
anteed or FHA insured mortgages varied markedly
among different house price groups. Fifty-six per
cent of all mortgages were conventional, but the
proportion was lower for medium priced houses
and higher for the lowest and highest priced
groups (see Table 19). About 75 per cent of the
mortgages on both houses costing $15,000 or more
and houses costing under $5,000 were conventional.
In contrast, only a little more than 40 per cent
of the mortgages on houses priced between $7,500
and $12,499 were conventional. Within the latter
price range a little more than one-fourth of the
mortgages were insured by FHA and a little less
than one-third were guaranteed by the VA.
As has been noted, mortgage characteristics seem
to be largely determined by the type of mortgage,
the price of the house, and the income of the pur-
chaser. The medium- and higher-priced houses
were mortgaged at low interest rates with much
greater relative frequency than the low-priced
houses. The low interest rates in the medium price
brackets were probably primarily the result of the
high frequency in these brackets of FHA and
VA financing. About three-fifths of the mortgages
on houses costing between $7,500 and $12,499 were
insured or guaranteed and roughly two-thirds of the
mortgages bore interest rates of under 5 per cent.
The relatively low interest rates on the higher priced
houses were probably in part a reflection of the
relatively large incomes of the purchasers. Al-
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TABLE 19
CHARACTERISTICS OF FIRST MORTGAGES WITHIN DIFFERENT HOUSE PRICE GROUPS























































































































































































































































































































1 Less than one-half of 1 per cent.
2 Total number of cases for all price groups was 1,132; however, the different distributions exclude cases where mortgage characteristics
were not ascertained, and the number of cases distributed by characteristics varied from 1,056 to 1,132.
though only about one-third of the mortgages on
the houses costing $12,500 or more were insured
or guaranteed, two-thirds of the mortgages were
written at under 5 per cent. In sharp contrast were
the mortgages on houses costing less than $5,000.
These mortgages were mostly conventional, the
incomes of the purchasers were low, and conse-
quently less than one-fourth of the mortgages bore
less than 5 per cent interest.
The same factors—the proportion of FHA and
VA mortgages and the income of the purchasers—
seem to explain much of the variation in maturities
among price groups. The mortgages on medium
priced houses had relatively long maturities—about
half were 20 years or more—because of the high
frequency of insured and guaranteed mortgages
while the high priced houses also had long maturi-
ties, in part because of the income of the pur-
chasers. Mortgages on houses costing under $5,000,
on the other hand, had relatively short maturities.
Nearly four-fifths of the maturities in this group
were less than 15 years, reflecting the low incidence
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of FHA and VA mortgages and the low incomes of
the purchasers.
One of the most striking differences in mortgage
characteristics among price groups was in the ratio
of loan to price. On houses costing $12,500 or more,
only 7 per cent of the mortgages were equal to 80
per cent or more of the prices of the corresponding
houses. For houses costing less than $12,500, the
relative frequency of high loan-price ratios was
much greater. Over one-fourth of the houses cost-
ing between $10,000 and $12,499 and over one-
third of the houses costing between $7,500 and
$9,999 involved loan-price ratios of 80 per cent
or more. The differences reflect in part the rela-
tively liberal FHA mortgages available on medium-
and lower-priced houses and the greater protection
of VA guarantees on houses in these price ranges.
As would be expected, the amount of monthly
payment increased regularly as the price of the
house increased; the monthly payment on most
houses costing less than $5,000 was less than $40, on
houses costing $7,500 to $10,000 most payments
were between $40 and $70, and on houses costing
$15,000 or over, most payments were $70 and
over.
New and existing houses
Sources of funds. Differences in sources of funds
used to purchase new and existing houses, on the
TABLE 20
SOURCES OF HOUSE PURCHASE FUNDS FOR NEW AND
EXISTING HOUSES, OCTOBER 12, 1950—MARCH 15, 1951






Other borrowing plus a mortgage or
plus a mortgage and liquid assets
Liquid assets
Liquid assets only
Liquid assets plus a mortgage
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No mortgage on house purchased

































1 Includes a few cases involving a mortgage only.
2 Includes gifts and nonliquid assets other than houses.
2 Excludes 5 cases for which classification by new or existing was
not ascertained.
whole, were not great. The lack of significant dif-
ferences is understandable in the absence of very
marked differences in the prices of new and exist-
ing houses or in the incomes of the purchasers. A
somewhat larger proportion of the individuals pur-
chasing existing houses either sold a house or had
sufficient liquid assets to pay for their houses. As
a consequence, purchasers of new houses used first
mortgages slightly more frequently than did pur-
chasers of existing houses. Another difference was
the somewhat greater proportion of existing houses
that involved second mortgages, 8 per cent as com-
pared with 3 per cent for new houses, many of them
probably taken by former owners in part payment
for the house. About one-sixth of both new and
existing house purchases involved borrowing with-
out mortgage security (see Table 20).
Mortgage characteristics. A much greater pro-
portion of the mortgages on new than on existing
houses involved Government guarantees or insur-
ance. This difference is largely attributable to the
economic advantage ordinarily accruing to builders
who secure, prior to completion of construction,
commitments for FHA insurance or VA guarantee
of mortgages of prospective purchasers. About 30
per cent of new house mortgages were FHA in-
sured and 37 per cent were VA guaranteed as com-
pared with 17 per cent and 19 per cent, respectively,
for existing houses (see Table 21).
As a consequence, a much greater percentage of
the mortgages on new than on existing houses were
written at interest rates of less than 5 per cent, for
maturities of 20 years or more, and for loan-price
ratios of 80 per cent or more. About three-fourths
of the mortgages on new houses involved these
low interest rates as compared with about one-half
of the mortgages on existing houses. About two-
thirds of the mortgages on new houses had ma-
turities of 20 years or more, as compared with
about one-third of the mortgages on existing
houses. Forty-five per cent of the new house
mortgages were 80 per cent or more of the prices
of the corresponding houses, as compared with
20 per cent of the mortgages on existing houses.
In spite of these differences in mortgage charac-
teristics of new and existing houses, the distribu-
tions of monthly payments were similar. Payments
on both new and existing houses were concentrated
between $40 and $69.
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TABLE 21
CHARACTERISTICS OF FIRST MORTGAGES FOR NEW AND




























































































































1 Less than one-half of 1 per cent.
2 Represents total number of cases in each group; however, the
various distributions exclude cases where specific mortgage char-
acteristics were not available. The number of cases with available
data varied from 299 to 306 cases in the new houses group and
from 753 to 822 cases in the existing houses group.
Houses in metropolitan and nonmetropolitan areas
The differences between the prices of houses in
metropolitan and nonmetropolitan areas and the
methods of financing their purchases are striking.
These differences derive from variations between
metropolitan centers and small towns and rural
areas in such factors as incomes, construction costs,
and traditions among lending institutions.
Sources of funds. Fifteen per cent of the houses
located in nonmetropolitan areas, as compared with
5 per cent in metropolitan areas, were fully paid
for through the use of liquid assets only. One-
third of the purchasers in nonmetropolitan areas
who sold a house, as compared with one-sixth of
such purchasers in metropolitan areas, received
sufficient funds from the sale to eliminate the
necessity of securing a mortgage on their present
property. As a result, individuals who purchased
houses in nonmetropolitan areas obtained funds
considerably less frequently from first and second
mortgages and from other borrowing than did
individuals purchasing houses in metropolitan areas
(see Table 22). Institutions were more important
as originators of first mortgages on houses in
metropolitan areas, accounting for 88 per cent of
these mortgages as compared with 75 per cent of
the mortgages on houses in nonmetropolitan areas.
TABLE 22
SOURCES OF HOUSE PURCHASE FUNDS BY LOCATION OF HOUSE
OCTOBER 12, 1950—MARCH 15, 1951
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Liquid assets plus a mortgage
 1. . . .
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No mortgage on house purchased. .
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1 Includes a few cases involving a mortgage only.
2 Includes gifts and nonliquid assets other than houses.
Mortgage characteristics. Government insured
or guaranteed mortgages occurred with greater
relative frequency in metropolitan areas. About
one-half of the mortgages on houses located in
metropolitan areas were guaranteed or insured, as
compared with one-third in the nonmetropolitan
areas (see Table 23). This probably reflects in
part the fact that a larger percentage of the large
housing developments are located in metropolitan
areas where insurance or guarantee commitments
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TABLE 23
CHARACTERISTICS OF FIRST MORTGAGES BY LOCATION OF
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1 Represents total number of cases in each group; however, the
various distributions exclude cases where specific mortgage char-
acteristics were not available. The number of cases with available
data varied from 745 to 808 cases in the metropolitan area group
and from 311 to 324 cases in the nonmetropolitan area group.
have been arranged for in advance by the de-
veloper, and in part the somewhat lower frequency
of individuals as mortgagees in metropolitan areas-
Relatively low interest rates and long maturities
were more frequent in metropolitan than in non-
metropolitan areas, reflecting the greater incidence
in metropolitan areas of VA or FHA mortgages
and the generally low money rates in large centers.
Whereas over 60 per cent of the mortgages on
houses in metropolitan areas were at rates of less
than 5 per cent, less than 50 per cent of those in
nonmetropolitan areas involved such low interest
rates. Similarly, one-half of the mortgages on
houses in metropolitan areas had maturities of 20
years or more, as compared with one-fourth of the
mortgages on houses in nonmetropolitan areas.
Despite differences in other mortgage terms, how-
ever, the distributions of mortgages by loan-price
ratios were similar for houses located in metro-
politan and nonmetropolitan areas. Over half
of the mortgages in both kinds of areas were
between 50 and 79 per cent of the price of the cor-
responding houses. As noted before, the metro-
politan purchases more often involved FHA or VA
financing as well as higher priced houses. These
two factors seemed to be about offsetting in their
effects on loan-price ratios, with the resulting simi-
larity between metropolitan and nonmetropolitan
areas with regard to this mortgage characteristic.
Another major difference in mortgage charac-
teristics was in monthly payments. In nonmetro-
politan areas where purchases more often involved
low priced houses, monthly payments were more
heavily concentrated in the lower payment brackets.
One-third of the mortgages on nonmetropolitan
houses involved monthly payments of less than $40,
as compared with one-seventh of the mortgages on
metropolitan houses.
APPENDIX
METHODS OF SURVEYS OF HOUSE PURCHASES
Board of Governors' survey
This article is based largely on data from a survey
sponsored by the Board of Governors of the Fed-
eral Reserve System and conducted by National
Analysts, Inc., of Philadelphia. The data were
taken from interviews with 1,368 persons who pur-
chased 1- or 2-family nonfarm houses for owner
occupancy between October 12, 1950—the date upon
which Regulation X and the companion regulations
of the Veterans Administration and the Federal
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Housing Administration were issued—and March
15, 1951, and who recorded deeds to their purchases
between January 1 and March 15, 1951.
1 The
names of the purchasers were selected from the
lists of deed recordings in 40 counties throughout
the United States. The percentage distribution of










































1 The time of purchase was determined by the signing of a
purchase contract.
2 Total excludes 391 cases in the survey. These cases included
some purchasers who did not sign contracts and some who did not
remember the month of signing. Purchasers who did not sign
purchase contracts were included if their settlement dates came
after October 12, 1950. Purchasers who signed contracts were
included if they remembered signing after October 12 but not the
exact month.
Universe sampled. The sample was a probability
sample selected from lists of deed recordings. Since
the universe of deed recordings differs from the
universe of house purchases, any interpretation of
the data in this article must take account of these
differences. The differences exist, in part, because
some purchases are never recorded and because
some are recorded only after a substantial lapse
of time. Other exclusions from the universe of
house purchases occur for other reasons.
A list of these exclusions and some comment on
the effects are given below:
(1) Houses for which the delay between purchase
and recording was relatively long. This is the most
important exclusion since the sample was taken
from recordings in the period January 1-March 15,
1951 and involving purchases made since October
12, 1950. About two-thirds of all the recordings
made in the period and referring to new houses and
about one-half of the recordings referring to exist-
ing houses involved purchases made prior to
October 12, 1950. The exclusion of a greater
proportion of new than of existing houses un-
doubtedly tended to lower somewhat the income
xAn additional 135 interviews were taken with persons
who purchased 1- or 2-family houses after October 12, 1950,
for investment. These interviews were excluded from the
tabulations so that the data obtained would be comparable
with HHFA survey.
distribution of purchasers and of the reported prices
of houses purchased, and to change somewhat the
distribution of certain mortgage characteristics.
(2) Houses on lots which were purchased a sub-
stantial time before the houses were built. This
exclusion probably affected a larger proportion of
both the relatively high priced custom-built houses
built by persons with relatively high incomes and
the relatively low priced nonmetropolitan houses
built by persons with relatively low incomes. The
net effect of these exclusions is uncertain, but they
probably increased the proportion of medium
priced houses.
(3) Houses purchased with land contracts. Such
exclusions probably had slight effect on the survey
results. Land contracts are used on relatively low
priced houses purchased by persons judged to be
poor credit risks, and, if included, could be ex-
pected to lower very slightly the income and price
distributions.
At the end of 1949 land contracts held by life
insurance companies and savings and loan associa-
tions had a value about .05 per cent of that of
mortgages held by such institutions. Since land
contracts, on the average, run about one-fourth as
long as mortgages, acquisitions of land contracts
might be expected to be about .2 per cent of acquisi-
tions of mortgages during any given time period.
Acquisition of land contracts by individual in-
vestors is probably more frequent than by institu-
tions, and their use by all groups is declining; secu-
larly. Although a conversion from data referring
to values to data referring to frequencies is subject
to error, it seems improbable that as many as 1 per
cent of all purchases involve land contracts.
(4) Purchases based on squatters' rights. Such
purchases are believed to be so much less frequent
than those involving land contracts that the effect
of their exclusion can be ignored.
(5) Purchases by persons not living in the county
in which the recording was made. Exclusion of
these persons was made to expedite the field work
and is believed to be of small effect.
(6) Structures located in business sections and
bought primarily for business purposes (e.g., stores
with living quarters in rear or above).
Sampling plan. The sampling plan for this sur-
vey can be briefly described as a two-stage stratified
probability sample. The probability of selection of
the first stage sampling units (counties) was based
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on the number of nonfarm dwelling units within
the counties. The second stage units (recordings
of house purchases) were selected from recordings
of all house purchases within the selected counties.
For economy of time in field work, varying sam-
pling rates were used in order to keep the number
of interviews nearly equal among the counties.
Details of the sampling plan follow:
1. Selection of first stage units.
As stated above, the county was the unit in the
first stage of sampling. All counties in the United
States were first divided into two major groups—
metropolitan area counties, as defined by the Bureau
of the Census, and nonmetropolitan area counties.
The metropolitan area counties were grouped into
25 strata. The basis for grouping was size of area
and geographic location. Roughly equal numbers
of nonfarm dwelling units in each stratum were
obtained. The nonmetropolitan area counties were
grouped into 15 strata. The basis for grouping was
geographic region and again the strata were made
about equal with regard to the number of nonfarm
dwelling units. After the strata were formed, one
county was selected from each with a probability
of selection equal to the ratio of its number of
nonfarm dwelling units to the total number in
the stratum. The number of interviews to be
taken from any county was made proportional to
the stratum total of nonfarm dwelling units from
which the county was drawn. Each of the six
largest metropolitan areas was a separate stratum
and each was therefore automatically included.
2. Selection of second stage units.
The unit used in the second stage of sampling
was the recording of the house purchase. A sys-
tematic random sample of these purchases was
drawn from the records of the Registrars in the
counties selected. The entry lists used for the
Registrars' records contained the names of many
recordings, both real estate and other, which were
ineligible entries for purposes of this study. A
form was devised for the interviewer to list the
names selected from the Registrars' records by the
specified sampling procedure. The lines on each
individual form were numbered in a random order
from 1 through 12. After listing the names from
the entry lists the interviewer processed these sample
names in the order in which they were numbered
to determine which were eligible and which w
rere
not. Since all lines designated 1 in the random
numbering were processed first, then all lines 2,
and so on, the interviewer could stop at the end of
any sequence of numbered lines without having
altered the known probabilities of including in the
sample any name on the original list. This device
was adopted since the work loads had to be con-
trolled, because of the short time period for con-
ducting the survey, since the sampling had to be
done in the field, and since the sampling rate
necessary to yield a specified number of house pur-
chase interviews was not known in advance.
























































































1 The chances are 95 in 100 that the proportion for the universe
lies within a range equal to the reported percentage plus or minus
the number of percentage points rounded to the nearest one-half
per cent as shown in the table.
Survey of the Housing and Home Finance Agency
and the Survey Research Center
The pre-regulation survey data used for certain
time comparisons in this article were developed
through a survey sponsored by the Housing and
Home Finance Agency (HHFA) and conducted
by the Survey Research Center of the University of
Michigan. The survey was ba^sed upon personal
interviews with 985 persons who recorded deeds for
the purchase of 1- or 2-family nonfarm houses for
owner-occupancy between January 1, 1949 and June
30, 1950. The sampling for that survey was com-
pleted in the fall of 1950 and the interviewing in
December 1950. The Survey Research Center pro-
vided National Analysts, Inc., with information
regarding its sampling experiences. The sampling
methods of the two surveys were similar except for
the following: (1) Exclusion from the HHFA sur-
vey of nonfarm house purchases in communities
of less than 2,500 and in the open country. This
exclusion probably results in a higher income distri-
bution of purchasers and a higher price distribu-
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tion of purchases in the HHFA than in the Board's
survey. (2) The effect of the delay between pur-
chase and recording was much smaller for the
HHFA survey than for the Board survey, since
fewer recorded purchases were excluded because of
the time of purchase. However, the purchases to
which the data refer were made somewhat earlier
than the recordings, and this must be kept in mind
in comparing the HHFA data with data in the
Board's survey. (3) Exclusion from the HHFA
survey of houses purchased by tenant occupants.
The effect of this exclusion is to underrepresent
existing houses very slightly.
The HHFA survey was concerned primarily with
psychological and technological considerations in-
volved in house purchases rather than with the
financing of these purchases. The differences in the
objectives make for some differences in interview-
ing methods. The effect of these differences on the
data from the HHFA survey that were used in this
article is probably small.
Basic survey definitions
1. Price. The price of the house in the Board's
survey was considered to be equal to the sum of the
following: (a) mortgage debt incurred, (b) other
debt incurred to finance the purchase, (c) liquid
assets used, (d) funds from the sale of other assets,
including houses, and (e) the value of the pur-
chaser's own labor in building the house. Funds
used to pay settlement costs, other than insurance
and prepaid taxes, were also included. In the
HHFA survey, price probably excluded such settle-
ment costs and item (e).
2. Income. Income data refer to the annual
money income before taxes in 1950 of the pur-
chaser's family which includes all persons living in
the same dwelling unit who are related by blood,
marriage, or adoption. In both studies, the income
of the purchaser's family unit was determined by
asking respondents to select from a list of brackets
that which included the family's income. This
practice is believed to result in underrepresentation
of both the lowest and the highest incomes as com-
pared with a longer procedure based upon direct
questions concerning components of income.
3. Houses. A house in the surveys was a one- or
two-family nonfarm residential structure purchased
for owner occupancy. A house whose first occu-
pant was a respondent was considered to be new.
Other houses were classified as existing houses.
4. Liquid assets. Liquid assets included U. S.
Government securities, deposits in bank accounts,
shares in savings and loan associations, and cur-
rency.
5. Monthly mortgage payments. These payments
include interest and amortization of principal.
6. Conventional mortgages. Conventional mort-
gages were any mortgages not insured by the FHA
or guaranteed by the VA.
7. Veteran status. A house purchaser was classi-
fied as a veteran if he or a member of his family
was a veteran of World War II.
8. Metropolitan and nonmetropolitan areas. A
metropolitan area consists generally of a city of
more than 50,000 persons together with certain
surrounding counties, as designated by the Census.
9. House purchases under pre-regulation com-
mitments. Although all the purchases in the Board's
survey were made after Regulation X and the
companion FHA and VA regulations were issued,
some of these purchases were made on the basis
of pre-regulation commitments and therefore could
involve terms more liberal than the regulations per-
mit for other purchases. Efforts to discover which
of the purchases were based on pre-regulation com-
mitments by asking the respondent directly were
fruitless because respondents generally did not know
whether their purchases involved commitments or
not. The classification was made, therefore, by
comparing the terms of each mortgage with the
terms required by Regulation X or by the FHA
or VA credit regulations. If the purchase of a
new house involved conventional mortgage financ-
ing, comparison was made with Regulation X
terms; if a purchase of either a new or existing
house involved FHA financing, comparison was
made with FHA terms; if VA financing was used,
comparison was made with VA terms. In each in-
stance, if the purchase was made on terms more
liberal than the regulation permits, the purchase
was classed as made under pre-regulation commit-
ments. Since conventionally financed mortgages on
existing houses are exempt from Regulation X, this
procedure resulted in automatically classifying all
such purchases as under terms still available under
the regulation.
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